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C O N S : " M E N T H I N K I N H E R D S "
Herding can reduce the accuracy of a group's average answer "The more influence we exert on each other, the more likely it is that we will believe the same things and make the same mistakes. That means it's possible that we could become individually smarter but collectively dumber."
---James Surowiecki, The Wisdom of Crowds.
Additional information production may improve the accuracy of private signals.
We become both individually smarter and collectively smarter. 
P R O S : G E N E R AT E A D D I T I O N A L I N F O R M AT I O N P R O D U C T I O N

W E S T U D Y T H E Q U E S T I O N : W E Q U A N T I F Y T H E I M PA C T O F H E R D I N G O N E C O N O M I C O U T C O M E S
Do individuals herd in a sequential setting and reduce the usefulness of information aggregated across individuals (i.e., the wisdom of crowds)?
The empirical challenge is that individual's information set is usually unobservable
We overcome the empirical challenge by directly measuring and randomizing on individual's information set
In this paper 8
W H Y I T ' S A G O O D S E T T I N G ?
• 
Sample statistics 13
Release page view
Viewing activity = 1: If a user spent more than 5 seconds on the release page before making her own forecast 
Influence of herding on forecast accuracy
• Herding makes individual forecast more accurate • but reduces the accuracy of the consensus forecast Note: Nonzero Views = 1: if a user spent more than 5 seconds on the release page before making her own forecast CTA dummy = 1: if the forecast is submitted during the last three days before announcements
Individual's absolute forecast error decreases after viewing release page
Influence of herding on forecast accuracy H e r d i n g m a k e s i n d i v i d u a l f o r e c a s t m o r e a c c u r a t e
Note: LnNumView = ln (1+ the percentage of forecasts with release views) Std Dev(FE)/Abs(Median(FE)) controls for uncertainty Consensus's absolute forecast error increases as there are more viewing activities within a release Magnitude: 0.0551 X ln(1+1) = 3.82 cents This is more than the distance between the perfect forecast and the forecast with median Abs(FE) (3 cents)
The consensus of group without viewing activity wins more than 50% with statistical significance
Influence of herding on forecast accuracy H e r d i n g m a k e s c o n s e n s u s f o r e c a s t l e s s a c c u r a t e
Note: Consistent bias indicator = 1: if the bias in both early period and CTA period are in the same direction. LnNumView = ln (1+ the percentage of forecasts with release views) More viewing activity in the close-toannouncement period, the biases in these two periods are more likely to be consistent.
Influence of herding on bias persistence
Early period
Close-to-announcement period 20
V I E W I N G A C T I V I T Y M AY B E E N D O G E N O U S
• Less informed users are more likely to view others' forecasts.
• Consistent with less accurate consensus.
• But inconsistent with more accurate individual forecast.
A D D R E S S T H I S C O N C E R N :
• randomizing users' information sets Endogeneity concern 21 M A I 
Blind experiments
Note: This test only includes releases in the pilot round, because only in the pilot round, most users revise their forecasts immediately after the release page is restored.
The blind consensus is much more accurate than the revised consensus 
Conclusions
Aftermath:
Our experiment results convinced Estimize.com to switch to a "blind" platform in November 2015
